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OATH OR AFFIRMATION

1, Nicholas Bohnsack , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Strategas Securities, LLC , as
of December 31 ,2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows: ‘

/s 2
CHRISTINE M KLINE |
NOTARY PUBLIC-STATE OF NEW YORK s

No.01KL6155679 Signatupe”
Qualified in Queens County

My Commission Expires 11-1342022 President

Notary Public

This report ** contains (check all applicable boxes):
{(a) Facing Page.
(b) Statement of Financial Condition.
[] (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
B (d) Statement of Changes in Financial Condition.
(e) Statementof Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital.
[] (© statement of Changes in Liabilities Subordinated to Claims of Creditors.
H (¢) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
1 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
[:] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
() An Oath or Affirmation.
|| (m) A copy of the SIPC Supplemental Report.
() Areport describing anymaterial inadequacies found to exist or found to have existed since the date of the previous audit.

O

#* For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(2)(3).
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Lilling & Company LLP

Certified Public Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
Strategas Securities, LLC
New York, New York

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Strategas Securities, LLC as of December
31, 2019, and the related notes (collectively referred to as the financial statement). In our opinion, the financial
statement presents fairly, in all material respects, the financial position of Strategas Securities, LL.C as of
December 31, 2019 in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Strategas Securities, LLC’s management. Our responsibility is to
express an opinion on: Strategas Securities, LLC’s financial statement based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and
are required to be independent with respect to Strategas Securities, LLC in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB. ‘

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statement. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

Lilling & Company LLP
We have served as Strategas Securities, LLC’s auditor since 2015

Port Washington, New York
February 27, 2020

Two Seaview Boulevard, Port Washington, NY 11050 « (516) 829-1099 ¢ Fax (5 16) 829-1065



STRATEGAS SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2019
Assets

Cash | $ 19,947,688
Accounts receivable 874,733
Deposit with clearing broker 250,882
Receivables from cleating and other broker-dealers 55,415
Prepaid expenses and other assets 411,930
Due from related parties 372,238
Notes receivable 1,199,771

Property, equipment and leasehold improvements, net of accumulated
depreciation of $967,731 222,911
Lease right-of-use assets 996,787
Goodwill 36,308,703
Intangible assets, net of accumulated amortization of $4,476,530 T 28,025,670
TOTAL ASSETS § 88,666,728

- Liabilities and Member's Equity

" Liabilities
Accounts payable and accrued expenses $ 5,688,168
Deferred revenue 1,016,943
Operating lease lability 1,059,689
Income taxes payable 120,065
Deferred tax liability, net 1,178,631
TOTAL LIABILITIES 9,063,496
Member's equity 79,603,232
TOTAL LIABILITIES AND MEMBER'S EQUITY § 88,666,728

See accompanying notes to the statement of financial condition.
2
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Note 2.
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STRATEGAS SECURITIES, L1L.C
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Organization and Nature of the Business

Strategas Securities, LLC (the "Company") is a tegistered broker-dealer with the Securities
and Exchange Commission ("SEC") and 2 member of the Financial Industry Regulatory
Authority, Inc. ("FINRA") since February 12, 2010. Effective January 1, 2018, the
Company and an affiliated registered investment advisor, Strategas Asset Management,
LLC (“SAM”) were acquired by Baitd Financial Corporation (“Baird”), a Wisconsin
corporation.

The Company provides mactroeconomic teseatch and consulting, and capital market
services to its institutional clientele. Additionally, the Company opetates an equities and
fixed income trade desk which facilitates payment for its setvices by certain clients through
commissions on secutities transactions introduced to its cleating broket-dealer on a fully
disclosed basis, operating under the exemptive provision of paragraph (k)(2)(ii) of SEC
Rule 15¢3-3.

Summaty of Significant Accounting Policies

The following is a summary of the significant accounting policies followed by the
Company in the prepatation of its financial statements.

Estimates

The preparation of the financial statements in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP) requires management to
make estimates and assumptions that affect the teported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements, and
the repotted amounts of revenues and expenses during the reporting period. Actual tesults
may differ from those estimates. Certain prior petiod amounts have been reclassified to
conform to current year’s presentation.

Cash

Cash includes interest and non-intetest beating accounts with two nationally recognized,
publically-listed financial institutions. Balances in excess of the Federal Deposit Insurance
Corporation (FDIC) insured limit potentially subjects the Company to concentration of
credit risk. The Company has not experienced any losses in such accounts and
management believes risk of loss to be minimal.

Receivables

Accounts receivable

Fees receivable ate stated at the amount the Company expects to collect. The Company
maintains allowances for doubtful accounts for estimated losses resulting from the inability
of customets to make requited payments. If the financial condition of the Company's
customets were to deteorate, adversely affecting their ability to make payments,
additional allowances would be requited. Based on management's assessment, the
Company provides for estimated uncollectible amounts through a charge to earnings and a

3
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STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

credit to a valuation allowance. Balances that remain outstanding after the Company has
made reasonable collection efforts are written off through a charge to the valuation
allowance and a credit to accounts receivable. At Decembet 31, 2019, the Company
determined that its receivables were fully collectible and an allowance for uncollectible
accounts was not required.

Receivables from clearing and other broker-dealets

In the normal coutse of business, the Company conducts its trading activity with its
clearing’ broker on an agency basis as an introducing broket on behalf of and for the
transactions of its institutional customers. The clearing and depositoty operations for the
Company's customer accounts are performed by its clearing broker pursuant to a clearance
agreement.

Notes receivable

In conjunction with Baird’s acquisition of Strategas Securities and Strategas Asset
Management, the Company awarded certain key employees shares of Baird stock totaling
approximately $2,000,000 which vest evenly over a five year period. The purchase of the
shares were made by the Company on behalf of the employees and notes receivables from
the employees wete created.

Refer to footnote 9, Notes Receivable for further information.

Income taxes _

Income taxes are accounted for under the asset and liability method. The Company is
included in the consolidated income tax returns of BFG in the U.S. Federal jurisdiction and
various consolidated states. The Company also files separate income tax retutns in various
state and local jurisdictions. Federal income tages are calculated as if the Company filed on
a separate return basis. Defetred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases and operating loss and tax
credit cartyforwards. Deferred tax assets and liabilities are measuted using enacted tax rates
expected to apply to taxable income in the yeats in which those temporary differences are
expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date.
The Company recognizes the financial statement benefit of a tax position only after

~ determining that the relevant tax authotity would more-likely-than-not sustain the position

following an audit. For tax positions meetmg the more-likely-than-not threshold, the
amount recognized in the financial statements is the latgest benefit that has a greater than
50 percent likelihood of being tealized upon ultimate settlement with the relevant tax
authority. The Company classifies interest and penalties, if any, related to untecognized tax
benefits as a component of tax expense.

Refer to footnote 10, Income Taxes for further information.
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STRATEGAS SECURITIES, L1L.C
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Property, equipment and leasehold improvements

Property, equipment and leasehold improvements ate cartied at cost less accumulated
depreciation. Depreciation of office equipment, furniture and fixtures and software is
computed using a straight-line method ovet the estimated useful lives of the assets of five
to seven years. Leasehold improvements ate amortized over the terms of the lease.

Refer to footnote 4, Property, Equipment and Leasehold Improvemenis for further information.

Leases

The Company follows ASC Topic 842, Leases (ASC Topic 842). ASC Topic 842 states
that a lease is a contract, or part of a conttact, that conveys the tight to control the use of
identified property ot equipment for a period of time in exchange for consideration. In
making this determination, the Company considers if it obtains substantially all of the
economic benefits from the use of the undetlying asset and directs how and for what
purpose the asset is used duting the tetm of the contract.

The Company leases its offices undet various non-cancelable leases, all of which are
operating leases. Some of the leases contain renewal and/or termination options, escalation
clauses, rent-free holidays and opetating cost adjustments. In addition to office leases, the
Company enters into leases for certain office equipment on a recurting basis.

The Company recognizes a right-of-use (ROU) lease asset and telated lease liability on the
Statement of Financial Condition for all leases with a tetm greater than twelve months. The
lease liability represents the Company’s obligation to make future lease payments and is
recorded at an amount equal to the present value of the remaining minimum lease
payments. The ROU lease asset, which represents the right to use of the underlying asset
during the lease term, is measured based on the catrying value of the lease liability, adjusted
for other items, such as lease incentives and uneven rent payments.

For leases that contain escalation clauses or rent-free holidays, the Company recognizes the
related rent expense on a straight-line basis from the date the Company takes possession of
the property to the end of the initial ot extended lease term. The Company records any
difference between the straight-line rent expense and amounts paid under the leases as part
of the amortization of the ROU lease asset.

Refer to footnote 7, Leases for further information.

Goodwill and Intangible Assets
The Company applies the pushdown accounting option in accordance with ASC Update

2014-17 (Topic 815) for goodwill and intangible assets, in conjunction with the acquisition
by Baird.

The Company follows ASC Topic 350, Intangibles — Goodwill and Other (ASC Topic
350). ASC Top1c 350 states that goodwill shall not be amortized. Instead goodwill shall be
tested for impairment at a level of reporting teferred to as a teporting unit when

5
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STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

circumstances indicate thete may be an impairment. An intangible asset that is not subject
to-amortization shall be tested for impairment annually and more frequently if events or
changes in circumstance indicate that it is mote-likely-than-not the asset is impaited.

The Company has the option to first assess qualitative factors to determine whether the
existence of events or circumstances leads to a determination that it is more-likely-than-not
that the fair value of a reporting unit is less than the catrying amount. If the Company
determines it is more-likely-than-not that the fair value of a reporting unit is greater than
the carrying amount it would not be required to perform a quantitative assessment of
goodwill for that reporting unit. The quantitative assessment requites a compatison of the
fait value of the reporting unit with its cartying value, including goodwill. If the fait value
of the reporting unit exceeds its carrying value, the related goodwill is not considered

- impaired and no futther analysis is requited. If the cartying value of the teporting unit

exceeds the fait value, the Company must recognize an impaitment in an amount equal to
that excess. '

As of December 31, 2019, the Company petformed a qualitative evaluation of its goodwill
to determine whether it was more likely than not that the carrying value of the reporting
unit, including goodwill, was in excess of the fair value of the reporting unit. In petforming
the qualitative assessment for each reporting unit, the Company considered, among other
things, the year over year financial petformance of the Company and its reporting units,
macroeconomic conditions, changes in management or key personnel, and the
performance of compatable companies versus the prior year. Based on the outcome of our
qualitative evaluation, it was determined to be not more-likely-than-not that the carrying
value of any repotting unit was greater than the fair value and no impairment charges were
recorded. Further, no events have occurred since the qualitative assessment that would
cause the Company to update this impairment testing.

Intangibles with finite lives are amortized on a straight-line basis over their respective
useful lives, and reviewed for potential impairment whenever events or changes in
citcumstances indicate that the catrying value of an intangible asset may not be fully
tecoverable. The Company did not recognize any intangible impairment during the year

- ended December 31, 2019.

Refer to footnote 8, Goodwill and Intangible Assets for further information.

Revenue Recognition
Effective Januaty 1, 2018, the Company adopted ASU 2014-09, Revenue from Contracts

with Customers (ASC Topic 606), which provides accounting guidance on the recognition
of revenues from contracts with customets. The core ptinciple of the standard is that the
Company tecognizes tevenue at an amount that reflects the consideration to which the
Company expects to be entitled in exchange for transferting setvices to the client. The
standard is applied using a five-step model wheteby the Company is requited to review and
identify within the contract: the customer, the specific petformance obligations and the
contract price. Once identified, the Company must allocate the contract price to the



STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

specific petformance obligations identified and determine what point in time ot period of
tite best to recognize revenue.

Revenue from contracts with customets is tecognized when, ot as, the Company satisfies
the contractual performance obligations by transfetring the promised services to the
clients. A performance obligation may be satisfied over time or at a point in time. Revenue
from a performance obligation satisfied over time is recognized by measuring the
Company’s progress in satisfying the performance obligation in a mannet that depicts the
transfer of services to the client. Revenue from a performance obligation satisfied at a
point in time is recognized at the point in time that the Company determines the client
obtains control over the promised services. The amount of tevenue recognized reflects the
consideration the Company expects to be entitled to in exchange for those promised
setvices (L.e. the transaction price). In determining the transaction price, the Company
considers multiple factors, including the effects of variable consideration. Variable
consideration is included in the transaction price only to the extent it is probable that a
significant reversal in the cumulative amount of revenue recognized will not occur and
when uncettainties with tespect to the amount ate resolved. In determining when to
include variable consideration in the transaction price, the Company considers the range of
possible outcomes, the predictive value of the Company’s past expetiences, the time petiod
of when uncertainties expect to be resolved and the amount of consideration that is
susceptible to factors outside of the Company’s influence, such as market volatility.

The following provides additional information on the recognition of the Company’s
revenues from contracts with customers:

Research and Consulting Fees and Commissions.  The Company is compensated for
providing research and consulting setvices either by electronic or check payments
ot by a method commonly referred to as soft dollar arrangements, whereby clients
trade directly with the Company’s in-house trade desk and allow the Company to
retain 2 portion of the trade commissions generated, or can place trades with third
patty broker-dealets and instruct them to pay the Company.

Client secutities commissions on transactions done at the Company are recognized
on a point in time trade-date basis with related expenses also reported on a trade-
date basis. The Company eatns commission revenue by placing ttades fot equities
on an agency basis and facilitating fixed income on a riskless ptincipal basis, for
institutional clients. Commission revenues ate paid by the Company’s clearing
broker to the Company aftet trade settlement occurs and the Company records a
receivable between trade-date and settlement date.

Private Market Transactions. The Company is compensated for acting as an agent in
matching buyers and sellers of equity securities in the private matket, defined as
securities not traded on a public exchange or market, which is a method for
investors to diversify their pottfolio with long-term teturn potential.

Refer to footnote 3, Revenue from Contracts with Customers.
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STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Newly Effective Accounting Pronouncements
In February 2016, ASU 2016-02, Right-Of-Use Asset and Lease Liability was issued, which

requires lessees to recognize leases on-balance sheet for all leases with the exception of
short-term leases. ASU 2016-02 was subsequently amended by ASU 2018-01, Land
Easement Practical Expedient for Transition to Topic 842; ASU 2018-10, Codification
Improvements to Topic 842, Leases; and ASU 2018-11, Tatgeted Improvements. ASC
Topic 842 establishes a ROU asset that requites a lessee to recognize a ROU asset and
lease liability on the balance sheet for all leases with a term longer than twelve months.

The Company adopted ASC Topic 842 on January 1, 2019 using the modified retrospective
approach, with no adjustments to ptior petiods presented. Upon adoption, the Company

- recognized ROU assets and a corresponding lease liability of apptoximately $1,436,000

based on the present value of the remaining minimum rental payments undet cutrent
leasing standards for existing operating leases.

Upcoming Accounting Pronouncement
In June 2016, ASU 2016-13, Financial Instruments — Credit Losses was issued, which

significantly changes how entities measure credit losses for most financial assets and certain
other instruments that are not measuted at fait value through net income. The standard
broadens the information that the Company must consider in developing its estimated
credit losses. In addition to consideting histotical losses, the Company must consider the
impact of current conditions and teasonable and supportable forecasts. The new guidance
also expands the disclosure requirements. The standard is effective for annual and interim
petiods beginning after December 15, 2019. Eatly adoption is permitted The standard
must be adopted as a cumulative-effect adjustment to tetained earnings as of the beginning
of the first reporting period in which the standard is effective. The standard is expected to
accelerate the recognition of credit losses for assets held at amortized cost, thus decreasing
the value of the asset on the Statement of Financial Condition and increasing expense on
the statement of incone. The Company has evaluated the new standard and does not
expect an impact to the financial statements.

Revenue from Contracts with Customers

The Company’s revenue is generated primarily from its delivery of research and consulting
setvices to its institutional customets. Remuneration for these services ate made eithet
through trade commissions generated on the Company’s equities and fixed income trading
desk, ditectly by the client using check or electtonic payment (“hard dollats™), ot by third-
patty commission sharing arrangements (“soft dollar”) also remitted by check or
electronically. Payments received through the Company’s trading desk meet the critetia of
point in time revenue recognition, while bard and soft dollat payments tespectively qualify
for recognition over time. |

The Company recognizes its unconditional rights to receive hard and soft dollar
considerations from customers due to the passage of time, and as no further petrformance
obligations are required to be satisfied by the Company, records the amounts due as
accounts receivable. When the customer performs before the Company by prepaying part

8
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Note 5.

STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

ot all of its charges, the Company records the liability as Defetred revenue in the Statement
of Financial Condition. As of December 31, 2019, the total revenue deferred was
approximately $1,017,000.

The Company incurs costs to obtain revenue contracts with its customets, such as sales
commissions paid to employees for obtaining new contracts with clients. These costs are
not incremental and are therefore expensed during the petiod of time that the services ate
provided to the customet.

The Company also earns revenue on an agency basis by facilitating transactions in non-
listed, typically pre-IPO companies, on both a primary and secondaty basis. These ptivate
market transactions fees are generated on a primary basis by introducing the ptivate
company to prospective investors; secondaty transaction fees are earned by introducing
individual sellets to buyets.

Revenue is accrued in citcumstances whete the Company has met its petformance
obligations. As of December 31, 2019, the amount tecotded for revenue earned but not
invoiced was $289,508.

Property, Equip nient and Leasehold Improvements

Property, equipment and leasehold imptovements consisted of the following at
December 31, 2019:

Computer software and equipment 402,585
Furniture and fixtures 359,135
Leasehold itaprovements 428922

' 1,190,642
Less: accumulated depreciation and amortization (967.731) -
Property, equipment and leasehold improvements, net $.222911

Depteciation of propetty, equipment and leasehold imptovements for the year ended
December 31, 2019 was $89,126, included in Deptreciation of fixed assets in the Statement

of Income.

Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consisted of the following at December 31, 2019:

Compensation and bonuses payable $ 5,072,802
Other operating expenses 615,366
Total $ 5.688,168
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Note 7.

Note 8.

STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Employee Benefit Plans

The Company sponsots a defined contribution 401(k) plan, the Strategas Securities, LLC
401(k) Plan (the "Plan"). Putsuant to the Plan, the Company is tequired to make safe
harbor contributions up to 2 maximum of 3% of non-highly compensated employees'
compensation. The Company may also make a discretionary contribution to the Plan.
Elective contributions and the safe harbor contributions vest immediately; the employer's
disctetionaty contributions vest over a six-year period.

Leases
The Company occupies office space and leases equipment undet non-cancelable opetating
lease atrangements. Some of these lease arrangements include escalating clauses which ate

recognized on a straight-line basis over the life of the lease.

Futute minimum lease payments ate as follows:

2020 $ 525,868

2021 442,595

2022 107,763

2023 48,957

2024 -

Total Undiscounted Lease Payments 1,125,183
Less Imputed Interest (65,494)

Total Lease Liabilities $ 1059689

The weighted-average remaining lease term for opetating leases was 2.3 years as of
December 31, 2019 and the weighted average discount rate was 5%.

Goodwill and Intangible Assets

Effective January 1, 2018, Baird “pushed-down” the value of the intangible assets tesulting
from the Company’s acquisition. The following table provides a summary of the
Company’s intangible assets by type:

Type Life (Y#s) Amount Accum. Amortization Net Ca_,;m ing Value
Goodwill | $.36.308.703 $36,308.703
Client List 20 $25,622,900 $ 2,562,290 $ 23,060,610
T'rade Names 10 4,187,400 837,480 3,349,920
Non-compete Agteements 5 2,691,900 1,076,760 | 1,615,140

Total Intangible Assets $.32.502,200 $4476,530 $.28,025 670

10
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Note 11.

STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Notes Receivable

In conjunction with the Company’s awarded shares of Baird private company stock to
certain employees totaling approximately $2,000,000, the Company is obligated to forgive
the notes receivable for the repayment to the Company on an annual basis evenly over the
vesting period for the employees who remain with the Company through the end of each
of the respective years. The total forgiven in 2019 was approximately $400,000 and is
included in Othet expenses in the Statement of Income. The Notes receivable balance of
$1,199,771 at December 31, 2019, net of amounts fotgiven, is reflected on the Statement
of Financial Condition. '

Income Taxes

Defeired income tax

The major deferred tax items are as follows:

Defetred Tax Assets:

Depreciation § 6276
Accrued Expenses and Reserves 4,285
- Lease Right of Use Asset 233.829
244.390

Deférred Tax Liabilities:
Operating Lease Liabilities 247,094
Goodwill and Intangibles 1,175,927
1.423,021
Deferred Tax Liability, net $1.178.631

No valuation allowance is required as management believes it is more-likely-than-not
that the deferred tax assets ate realizable.

Off-Balance Sheet Risk and Concentration of Credit Risk

The Company has agreed to indemnify its cleating broket for losses the cleating broker
may sustain as a result of the failure of the Company's customets to satisfy their obligations
in connection with theit securities transactions. The Company's cash held in accounts at its
clearing broker is subject to the credit risk of the clearing broker.

The Company evaluates receivables from brokets for collectability noting no amount was
considered uncollectable as of December 31, 2019. No valuation is tecognized for
receivables from clearing broker as the Company does not have a history of losses from

11
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STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

receivables from clearing brokers and does not anticipate losses in the futute.

As required by the clearing agreement, the Company maintains a deposit with the clearing
broker. At December 31, 2019, the deposit balance of $250,000 plus accrued interest is
included in "Deposit with clearing broket" in the Statement of Financial Condition.

The Company also maintains cash in accounts held at major New York City banks that, at
times, exceeded federally insured limits, which was $250,000 at December 31, 2019. The
Company does not expect to incur any losses with respect to those accounts.

Related-Party Transactions

The Company is allocated certain charges from Baird including insutance, legal, compliance
and marketing costs, which totaled approximately $61,000 for the year ended December
31, 2019. The Company also recorded revenue from Baird of approximately $240,000 for
tesearch services it provided, and received $350,000 for reimbutsement of corporate bonus
allocations. The Company separately records its liability for income taxes and recorded an
intercompany charge of $120,065 for the current portion of the tax provision payable to
Baird on the Statement of Financial Condition.

The Company was reimbutsed for certain expenses it paid on behalf of SAM, including
payroll, compliance, travel and entertainment and pottfolio analysis application costs.
Shared compensation and occupancy expenses were also allocated by the Company to
SAM in 2019.

The amounts due from related parties ate non-interest bearing and due on demand as
follows:

Receivable from Baitd $ 264,918
Receivable from SAM 107,320

Due from Related Parties $ 372,238

Net Capital Requirements

The Company is subject to the requirements of Rule 15¢3-1 (Net Capital Rule) under the
Securities and Exchange Act of 1934. The basic concept of the net capital rule is liquidity,
its objective being to require a broker and dealer to maintain adequate net capital and ratio
of aggregate indebtedness to net capital respectively, as defined.

At December 31, 2019, the Company had net capital of $12,311,503 which was
$11,773,772 in excess of the Company's net capital requifement of $537,781. The
Company's percentage of aggregate indebtedness to net capital, required not to exceed
1500% to 1, was 65.5% at December 31, 2019.
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‘Note 14.

STRATEGAS SECURITIES, LLC
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

Subsequent events

The Company has performed an evaluation of events that have occurred subsequent to
December 31, 2019, and through February 27, 2020, the date of the filing of this report.
There have been no material subsequent events that occurred during such period that
would requite disclosure in this report ot would be requited to be recognized in the
financial statements as of December 31, 2019.
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